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UNCLAS LONDON 12588 

USEEC ALSO FOR EMBASSY 
US OECD ALSO FOR EMBASSY 

DEPARTMENT PASS FEDERAL RESERVE BOARD: EXIM 
TREASURY FOR M. RYSS 

1 . THE ECGD HAS FORMALLY INTRODUCED ITS SCHEME TO COVER 
FORWARD FOREIGN EXCHANGE RISKS FOR PERIOD BETWEEN THE 
DATE OF TENDER OF A FIXED PRICE FOREIGN CURRENCY BID AND 
THE DATE OF THE CONTRACT AWARD. THE PREPARATION OF THIS 
SCHEME HAS LASTED SEVERAL MONTHS AND INVOLVED ELABORATE 
CONSULTATIONS WITH EXPORTERS AND FINANCIERS. (SEE LONDON 
9026, PARA. 3.) 

2. COMPLETE DETAILS WILL FOLLOW BY AIRGRAM. GENERALLY 
SPEAKING, THE COVER WILL BE AVAILABLE FOR A MINIMUM PERIOD 
OF 3 MONTHS AND A MAXIMUM PERIOD OF 9 MONTHS BETWEEN 
THE TENDER AND AWARD DATES. THE PREMIUM WILL BE A FIXED 
5.000 POUNDS PLUS A VARIABLE CHARGE DEPENDING ON THE SIZE 
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AND PERIOD OF THE COVERAGE. THE VARIABLE CHARGE WILL BE 
10 PENCE PER 100 POUNDS COVERED PER MONTH FOR PERIODS UP 
TO 6 MONTHS; AND 15 PENCE PER 100 POUNDS COVERED PER 
MONTH FOR ANY EXCESS OVER 6 MONTHS 

3. FOREIGN CURRENCY RECEIPTS ARISING FROM A SUCCESSFUL 
BID CAN BE CONVERTED THROUGH THE FORWARD MARKET IN FOR 
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EIGN EXCHANGE INTO KNOWN LEVELS OF STERLING RECEIPTS AT 
THE TIME A CONTRACT IS AWARDED UNDER THE ECGD SCHEME. 

AN EXPORTER MAY BE COMPENSATED FOR A PART OF THE INCREASE 
IN THE COST OF COVERING THESE FOREIGN EXCHANGE RECEIPTS 
OVER THE PERIOD BETWEEN THE CONTRACT TENDER AND THE AWARD 
THE COMPENSATION IS ONLY THAT PART OF THE INCREASE IN EX- 
CESS OF 3 PERCENT. BUT LESS THAN 25 PERCENT. THE EXPORTER 
CANNOT WALK AWAY FROM THE AGREEMENT. IF THE COST OF 
CONVERTING HIS RECEIPTS FORWARD DECLINES BY MORE THAN 3 
PERCENT, HE MUST PAY THE EXCESS TO THE ECGD, UP TO 25 PER- 
CENT. 

BREWSTER 
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